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CHICAGO, JULY 26, 1920 


AILURE OF BANKS TO BRING ABOUT THE CUSTOMARY LIQUIDATION IN 

grain loans in preparation for the movement of the new crop presages further financial 
strain, for it means that the banks have practically two crops to move this season. Withdrawal 
of huge amounts of capital used by the United States Grain Corporation last year in the fin- 
ancing of the wheat crop also is likely to be keenly felt. The car situation is still a dominant 
factor, and with the desired increase in available cars, bankers are expressing the hope that the 
shipper will be given cars as fast as the producer, in order that the primary markets may not be 
deluged with grain, and both the storage and financial facilities may not be overtaxed. 

Labor difficulties are becoming a more important consideration in transportation and 
financial problems. The slow liquidation of millers’ drafts, which are in the main payable on 
arrival of cars, seems to indicate that the car shortage is being relieved, but that the movement of 
cars is being impeded either by the congested conditions in terminals, or slow movement of 
trains. Shortage of motive power, however, still is a factor. Shipments formerly completed 
in ten days now require from one to three months. 


CREDIT REQUIREMENTS CONTINUE EXCEEDINGLY HEAVY 


Borrowing at banks continues of large proportions, 
and the same applies to the Federal Reserve Banks 
despite the restrictions upon credit. Crops promise 
to equal the average yield of the last ten years, and 
with prices higher than ever before and slow move- 
ment of products from the farmer to the market, a 
perplexing problem is created. In the credit situation 
little improvement is seen. The demand for credit is 


very large, and there is little prospect of relief from the 
high rates, which, however, do not seem to be a deter- 
rent to borrowers, who are adjusting their business 
requirements accordingly. The banks in the Middle 
West are doing everything in their power to restrict 
unnecessary borrowing and to reduce abnormally large 
lines, and they are receiving the co-operation of the 
business interests to this end. 


COMMERCIAL PAPER COMMANDS HIGHEST RATE IN YEARS 


Commercial paper is being offered at the highest 
rate in many years and is moving rather freely, there 
being a demand for this class of investment. The 
country banks are buying some commercial paper, but 
the city banks are entirely out of the market. Mer- 
chants report collections generally good, but in some 
lines where there is pressure this is not the case. 
Buyers seem to realize that prompt payment is ab- 
solutely necessary to obtain credit. 

One noticeable influence in the credit situation is 
the let-up in farm land and city real estate sales. 
Bankers have been endeavoring to check them for some 


time, feeling that a sufficiently large volume of banking 
funds has been swallowed up in this class of transac- 
tions. Necessarily the liquidation of these lines is very 
slow, hence it will require considerable time to thaw 
out this “frozen credit.” Speculation in farm lands 
and, in fact, in all other lines, has been checked tem- 
porarily. Stagnancy in the city real estate market 
which is contributed to by the belief of potential buyers 
that building costs are on the down-grade, has served 
to improve the efficiency of building labor, or at least 
to change the attitude of organized labor toward the 
employer. 


Compiled July 23, 1920 


BUSINESS CONDITIONS 


MANUFACTURING RESTRICTED; PRODUCTION SLOWING DOWN 


There are distinct signs of a slowing down in manufac- 
turing. Invery few lines is production up to schedule, 
and in practically all lines it is being hampered by one 
influence or another. The automobile industry is the 
outstanding exception although in some plants there 
is a notable let-up; in others, however, output is ap- 
proximately at plant capacity, most of the finished cars 
traveling to market on their own power. Some 
difficulty is still being experienced in the automobile 
industry in obtaining raw material, but as a rule plants 
are rather heavily stocked, and have ample reserve of 


most material, while there is a distinct sign of soften- 
ing in the steel market. 

The allocation of labor by the automobile industry 
and by other lines of endeavor offering abnormally 
profitable and excessively high wages, has seriously 
hampered the ability of producers of other commodities 
to profitably maintain their production schedules. 
Thousands of farms over the Middle West are idle for 
this reason, and this at a time when a surplus of food 
products is needed to force prices to a more normal 


level. 


MIDDLE WEST CROP OUTLOOK IS IMPROVING 


Whatever apprehension business men had con- 
cerning the growing and maturing crops, in a measure 
has been dispelled by the agricultural department’s 
forecast. The weather in the last month has been 
favorable to the farmers, and all crops are looking 
much better than they did a month or two ago. Some 
sections of Iowa report that the corn never looked 
better, being a rich dark green, and the same report 
comes from sections of Indiana and parts of Illinois. 
Corn is unusually free from weeds. The combination 
of plenty of sun and a fair rainfall has helped corn 
tremendously, and the outlook is for a bumper crop, 
although a trifle late. 


Even the wheat is coming forward under favorable 
weather conditions and the prospect now is for a much 
better total crop than was expected, although the 


winter wheat seems to have fallen below the four 
year average, and is considerably short of last year’s 
production. Spring wheat is more promising and may 
bring up the total production. 


The oat crop promises to be very good, notwith- 
standing the handicap of late seeding. Farmers have 
had good haying weather, and the yield of hay is 
particularly satisfactory, while the pastures and 
meadows are in especially good shape. This means 
much in the production of food and live stock. In the 
fruit belt the expectation is for the largest yield in 
years. There seems to be a notable absence of pests, 
both in fruit and grain, although some complaint has 
been heard of the army worm. The potato crop is 
excellent. 


MERCHANDISING REFLECTS GREATER CAUTION 


The slowing down of manufacturing, inadequate 
transportation, and financial exigencies, are finding 
their reflection in the wholesale and retail markets. 
Obviously, difficulty encountered by manufacturers in 
obtaining raw material, finds a counterpart in the 
inability of the wholesaler and retailer to obtain 
prompt deliveries on finished products, which ac- 
celerates the general slowing down. Agricultural 
manufacturers, especially of farm implements and 
gasoline tractors, appear to be speeding up, but there 
seems to be a tendency on the part of other dealers 
to liquidate their merchandise. 


Another feature manifested both in manufacturing 
and in merchandising, is the increased cancellation of 
orders. It will be recalled that orders were greatly 
inflated last year and in the early part of this year, 
owing to the difficulties experienced in obtaining 
deliveries, the theory being that by increasing orders 
a larger volume of actual deliveries could be secured, 
which in turn would enable the merchant or distributor 
to care for consumers’ requirements. ‘This inflation is 
not only being wiped out by cancellations, but in sorne 
instances these cancellations reduce unfilled orders 
below last year’s actual consumption. 


FUEL PROBLEM IS GRAVE 


The fuel problem is causing considerable apprehen- 
sion. While heretofore manufacturing plants and 
consumers of steam coal have been able to obtain 
sufficient coal from time to time to cover their re- 
quirements, the situation has changed, and there now 
is active competition between manufacturers for the coal 
available, with a resultant upward tendency in prices. 
Few, if any, plants have been able to secure a sufficient 
surplus of coal to protect them against delays due to 
interruptions of transportation during the winter 
months. None of the railroads has been able to ac- 
cumulate the usual amount of storage coal and most 
of them have no storage coal whatever. 


Unless this situation is relieved before cold weather 
sets in, the fuel shortage is likely to prove a serious 
handicap to manufacturing. The coal production 
last year, it will be recalled, was the smallest of any 
year since 1913, and the present year started with 
the storage bins empty and about one-half of the 
usual amount of coal on the docks on Lake Superior 
and Lake Michigan. These dock supplies were ex- 
hausted before navigation opened. The movement of 
coal on the lakes to Superior and Michigan docks up 
to the end of June was 3,620,000 tons, compared with 
8,800,000 tons for the same period in 191g, and 7,- 
270,000 tons in 1918. 


i 

: 
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The scarcity of low sulphur coal usually obtained 
from eastern Kentucky, western Pennsylvania and 
West Virginia, is retarding the manufacture of steel in 
this district. The movement of this coal has been 
hindered by the car situation. Inadequate trans- 
portation, whether due to car shortage, insufficient 


SWITCHING CURTAILED 


Investigation reveals that in the Chicago terminals 
only a limited amount of switching of cars is done at 
night, thus delaying the clearing up of congestion caused 
by the strike affecting yardmen which has existed 
since early May. Many men have returned to their 
work, but the inability of railroads to handle their 
cats as formerly not only is adding to the burden of 
the banks by tying up credit, but is affecting manu- 
facturing and distributing concerns as w-il. One 
hardware concern gives a concrete example in its state- 
ment that $35,000 worth of goods in transit to it could 
be disposed of instantly, and yet these consignments 
have been en route from the manufacturer from ten 


motive power, or labor shortage, is still playing an 
important part in the general situation, and has an 
adverse influence at a time when the country is woe- 
fully under-produced in many lines of manufacture. 
There is still a shortage of raw materials, which 
seriously delays the finished product. 


STRIKES OF YARDMEN 


days to three months. At all railroad terminal points 
in the Middle West there is great congestion because 
of inability to switch. 


While there are no embargoes of importance on 
freight, preferential orders automatically serve this 
purpose. For instance, there is the order restricting 
use of open top cars to the movement of coal, which 
means that other plants using this class of equipment 
are denied cars for their product. The entire trans- 
portation situation seems to revolve on one point, and 
that is, that there can be no decided or permanent 
improvement in this regard until there has been an in- 
crease in motive power and cars. 


WOOL BUYERS STILL HOLDING ALOOF 


There is practically no improvement in the move- 
ment of wools from dealer to the manufacturer, due 
tothe fact that both the retailer and the manufacturer, 
despite diminishing stocks, do not care to replace them 
at a time when the available supply of money and 
credit is restricted. The dealers at the same time are 


buying practically nothing, the bulk of the wools being 
received on consignment, moderate advances being 


given the grower. The wool grower is optimistic, and 
thinks that a fair market will prevail in the fall, hence 
he prefers to hold his wool rather than sell it in the 
present uncertain market. The severe winter of last 
year not only caused a great loss of sheep in the West, 
but also has reduced the lamb crop at least 25 per 
cent. In Australia drought killed millions of sheep, 
and nowhere in the world is there any increase. The 
position taken by the growers in consequence appears 


to be predicated on a sound economic theory, and they 
are looking ahead to a revival of wool prices unless all 
commodities decline to pre-war levels. 


The wholesale clothing manufacturers report can- 
cellations as well as decreased collections. The result 
is that a considerable amount of spring merchandise is 
being carried over, and it has been necessary to renew 
bank loans. This is true generally in the merchandise 
trade, necessitating the tying up of capital for long 
periods and keeping the aggregate of loans at a maxi- 
mum point. The feeling that merchandise prices will 
decline has been effective in delaying buying by the 
consumer, which leaves jobbers and wholesalers with 
large stocks on hand. Price reduction as well as other 
factors are helping the situation some, but a definite 
period of relief apparently is not in sight. 


HIDES, SHOES AND TEXTILES ARE YIELDING STUBBORNLY 


The market for hides continues weak, and a material 
decline in the price has taken place during the last few 
weeks. Chicago packers report considerable trading 
recently in packers’ hides at lower prices, but as tanners 
are said to be well supplied, no particular improvement 
in price is looked for in the immediate future. Mean- 
while, “cut price sales” have resulted in considerable 
buying by the public, and retailers since the middle of 
June have been doing good business. 


Shoe manufacturers, however, have been marking 
time. The conditions in the Chicago district are 
better than in the East, where the shut down of a 
number of plants is reported. The output of the shoe 
factories is estimated by dealers at but 30 to 40 per 
cent of that of a year ago. The depleted stocks of 
shoes in the hands of the retailers seem to indicate 


a maintenance of prices. There does not appear to be 
any real surplus of merchandise except in a few lines, 
but there is indicated in advices from all parts of the 
Middle West, a more careful and restricted buying 
than existed formerly. 

Among the manufacturers of garments, knit goods 
and hosiery, as well as shoes, large amounts of goods are 
tied up in transit, and while inventories are large, the 
tendency is to reduce as fast as possible. Cancellation 
of orders increased in June in comparison with May, 
and further increases are indicated for July. In the 
wholesale trade contract stocks on hand average 
around 30 per cent above last year, while the sales for 
June were better. Among the retailers, stocks of 
merchandise are fairly large, with consumers buying 
more carefully. 
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CREDIT MOVEMENT LESS ACTIVE 


Credit movement, as indicated in the aggregate 
debits to individual accounts, shows a decrease from 
the June figure, although it is moderately larger than 
in the corresponding period of 1919. The total debits 
as of June 14, 1920, reported by 187 banks in 23 leading 


clearing house centers, including Chicago, was $1,209, 
122,000, which compares with $1,263,736,000 on June 
16, 1920, when 190 banks reported, and $1,200,863,000 
on July 16, 1919. 


SELECTED MEMBER BANK STATISTICS—SEVENTH DISTRICT 
(000’s omitted) 


CHICAGO 
—so0 Member Banks—— 
July 9, Junerr, July 
1920 1920 1919 
Items— 
Total U. S. Securities $71,252 $154,912 
Loans—(exclusive of rediscount) 
Secured by U. S. war obligations... 63,785 


Loans secured by stocks and bonds 
other than U. S. securities 344,589 


All other loans and investments.. 870,100 
(exclusive of rediscounts) 
Reserve Balance with Federal Re- 


66,972 76,399 


895,200" 


338,537 
872,193 


134,168 
38,615 


118,061 


Cash in vault 43,268 


Deposits— 
Net Demand 967,084 
280,840 


3,629 


865,443 
166,357 
50,262 


DETROIT 
—12 Member Banks—— 


July 9, July 11, 
1920 1gI9 


OTHER 
—45 Member Banks— 


July a 
1920 


June 11, 
1920 


$66,492 $75,652 $89,997 $54,123 


11,180 


59,006 
324,196 


11,690 


60,916 
323,993 


15,019 


58,622 
314,657 


26,935 
14,467 


29,379 
14,014 


27,287 
16,671 


200,638 
224,070 
1,817 


216,551 234,041 
226,823 118,550 
1,200 821 


{Figures for July 11, 1919, were from 44 Banks. *Includes loans secured by stocks and bonds except U. S. Securities. 


OPEN MARKET DISCOUNT AND INTEREST RATES IN CHICAGO 


The open market range of discount and interest rates prevailing in Chicago during the thirty-day period 
ending July 15, 1920, together with a comparison of rates during the thirty-day periods ending June 15, 1920, and 


July 15, 1919, follows: July, 1920 JUNE, 1920 


JULY, 1919 
Low Customary High Low 


h Customary High Low Customary 
1. Rates of discount charged by banks to customers Pt 7 
-' )prime commercial paper such as is now eligible 
‘-: under the Federal Reserve Act: 
“2s 4 a, Running 30, 60 and go days 
-2 __b. Running 4 to 6 months 7 6% 
2. Rates for prime commercial paper purchased in the 
open market: 
a. Running 30 to go days 
b. Running 4 to 6 months 
3. Rates charged on loans to other banks—secured by 
bills payable 7 7 [374 
4. Rates for bankers’ acceptances of 60 to go days 
maturities: 


5% @6 
5% @6 


4% 
: 45/16 
g. Rates for demand paper secured by prime stock ex- 
change collateral or other current collateral 7 6 
6. Rates for time paper secured by collateral mentioned 
in No 5: 
a. Running 3 months 
b. Running 3 to 6 months 
7. Rates (when paper is current in city) for: 
a. Cattle loans 7 
b. Commodity paper secured by warehouse 
receipts, etc 
8. Rates for ordinary commercial loans running 30, 60 
and go days, (not including loans to enable pur- 
chase of bonds) secured by: 
a. Liberty bonds 
b. Certificates of indebtedness 


| 
it 
{i 
ij 
i 
1920 1919 4 
t 
459,032 $60,072 
14,513 16,494 145705 
118,056 97,800 
23590 | 1,943 10,642 
43/16 4% 
4% 4% 
5% @6 
i 5% 5% @6 
54 5% @6 
@6 
5% 5% 
5 5% 
5 5% 
— 


BUILDING PERMITS OF SEVENTH FEDERAL RESERVE DISTRICT CITIES 
JUNE 1920 
Per 
Estimated i Cent 
Illinois i Cost i Gain 
$ 44,960 5 
6,836,900 
Decatur 133,100 
Evanston 121,100 whe 
150,300 1,127,765 
157,845 80 203093 
95,065 173539° 


45 


22,700 20,300 
487,285 245,143 
103,030 218,860 
Indianapolis 836,331 1,044,260 
Richmond 123,450 30 45,250 
South Bend 460,310 961,878 
Terre Haute 99,040 80,545 
Iowa 
Davenport 90,385 2455747 
256,625 $32,140 
35,014 285,695 
93,829 34,045 
Michigan 
Battle Creek 110,825 122,220 
8,407,530 6,644,545 
1,704,829 1,662,470 
322,898 637,010 
137,870 150,405 
248,430 234,260 
311,064 246,235 


249,820 607,683 
107,930 147,114 
3,072,507 1,638,469 


27,031 33359 
392421 117,058 


COMPARATIVE LIVE STOCK STATISTICS 
Receipts of live stock at Chicago for the four weeks ending July 3, compare as follows: 


Calves Hogs Sheep 
71,880 649,439 258,028 
50,427 645,673 314,388 


*21,453 5,234 56,360 
*Increase 


Receipts of live stock at the principal markets during June, and during the first six months of 1920 compared 
with the corresponding periods of the previous year, show the following changes: 


Cattle Calves Sheep and Lambs Hogs 


6 per cent Increase 25 per cent Increase 27 per cent Decrease 12 per cent Decrease 
7 percent Decrease ‘11 per cent Increase 8 per cent Decrease 12 per cent Decrease 


Receipts of hogs at the six principal markets during June, 1920, aggregated 1,624,045 head,as compared with 
1,965,036 in June, 1919. 


The average prices compared as follows per hundredweight: 


Cattle 
Common Sheep Lambs Hogs 
June 1920 id $14.76 $7.88 $14.10 $14.70 
June 1919 R 13.54 9.30 14.03 20.40 
Six months—1920 ki 13.30 12.09 18.05 14.78 
Six months—1919 15.38 11.88 16.82 19.46 
Cash lard in June, 1920, ranged from $20.00 to $20.55 cwt. compared with $33.6734 to $35.85 in June 1919. 


Cash ribs in June, 1920, ranged from $17.75 to $18.3714 cwt. compared with $28.1234 to $30.00 in June 1919. 


Per 
Cent 
Loss 
42 
"86 
22 
44 
Indiana 
II 
99 
52 
eee 19 
175 
eee 52 
3 23 eee 
63 
eee 87 
175 
26 
9 
26 
2 eee 
49 
8 
6 wes 
26 wie’ 
Wisconsin 
Year Cattle 
1920 


PRODUCTION OF CORN, WHEAT, COTTON, OATS AND HAY, BY FEDERAL RESERVE DISTRICTS 
Forecast of the Bureau of Crop Estimates as of July 1, 1920. 
_ (In thousands of units measurement.) 


CORN TOTAL WHEAT WINTER WHEAT SPRING WHEAT 
(Bushels) (Bushels) (Bushels) (Bushels) 


Aver- 
rze i age i Esti- 
for mate 
Federal Re- 1g15- for 1915- 
serve District 1919 1919 1919 


8,896 
32,897 
Philadelphia. .. . 58,841 
Cleveland 212,297 194,147 
i 188,994 195,343 
240,315 250,162 
927,852 886,088 19,140 
380,722 421,391 108,022 107,021 8 1,001 
242,363 211,129 135,094 55757 129,337 
372,870 392,546 300,994 217,430 284,531 16,463 16,026 
225,743 150,641 33,605 19,771 325707 898 543 
8,485 79332 101,008 88,356 61,075 39:933 36,329 


2,917,450 2,809,413 940,988 832,061 731,636 568,989 291,355 209,352 263,072 


COTTON (Bales) OATS (Bushels) HAY, tame and wild (Tons) 


Forecast Estimate Average for Forecast | Estimate Average for Forecast Estimate Average for 
for 1920 for 1919 1915-1919 _— for 1920 for 1919 1915-1919 for 1920 for 1919 1915-1919 


12,600 12,123 10,957 4,160 4,912 4,882 

42,149 31,856 44,130 5,664 7:°73 6,686 

245742 23,214 25,518 2,939 30155 3,266 

71,522 79,279 84,240 5,463 08 6,410 

26,826 26,397 25,635 4,088 4,036 

29,101 29,008 32,546 45194 35350 

484,323 461,082 $72,006 15,899 18,563 

67,302 63,595 70,007 7117 7,498 

289,700 208,857 284,134 9,054 16,626 

186,366 182,677 185,475 13,367 17,969 

3097 41,419 99,004 535782 1,419 1,562 
(a)180 77 46,015 40,219 47,026 11,449 12,035 12,452 


(b)11,566  (b)11,030 (-b) 11,403 1,322,065 1,248,311 1,435,456 84,813 108,666 103,300 


(a) In addition the following amounts were estimated grown in Lower California (Mexico): 1920; 91,000 bales, 1919; 52,000 bales. 
(b) Cotton grown outside of cotton belt included as follows: 1920; 11,000 bales, 1919; 7,000 bales, 1915; 1919 average, 8,000 bales. 


RECEIPTS AND SHIPMENTS OF IMPORTANT COMMODITIES AT CHICAGO 
(c00’s omitted) 


RECEIPTS 
Products May 
1919 1920 1919 


747 541 gor 
856 1,356 1,727 4,810 
8,077 35139 35334 1,205 
10,113 4592 5,838 2,635 
16,764 3,654 19,081 36,042 
1255734 52,424 107,948 252,859 
235355 8,693 24,142 20,060 
22,807 115,130 18,961 6,126 
46,331 26,439 29,266 17,310 
1,080 1,031 1,212 270 
1,191 573 1,505 82 
18,420 9,918 20,897 12,195 
184 89 


Total......2,778,903 
Federal Re- 4 
serve District 
New York....... 
Philadelphia. .... ‘ 
Cleveland. ...... 
Richmond....... 
Chicago......... 
St. Louis........ 
Minneapolis... .. 
i Kansas City..... ¥ 
San Francisco... . 
Total....... 
SHIPMENTS 
June May 
1920 1919 1920 1919 
811 497 
73760 
Cured Meats, pounds.................... 9,686 96,561 
Fresh Meats, 455250 190,121 
Butter, 40,626 31,692 
Potatoes, 242 592 
Lumber, thousand 234 66 


RATIO OF BANK BORROWINGS BY STATES TO BASIC DISCOUNT LINE 
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BASIC DISCOUNT LINE 


RELATION OF BANK BORROWINGS IN SEVENTH FEDERAL RESERVE DISTRICT TO NORMAL 
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Heavy line is normal basic discount curve; light line is curve showing actual borrowings by banks. 
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